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Additional Institute Committee 
Appointments 


The president of the American Institute 
of Accountants has appointed the following 
committees for the year 1928-1929: 
COMMITTEE ON ARBITRATION: 

Charles F. Rittenhouse, chairman, Massachusetts 

H. C. Crane, Alabama 

Harold C. Jordan, Maine 
COMMITTEE ON PUBLICATION: 

John B. Niven, chairman, New York 

William D. Cranstoun, New York 

John C. Scobie, New York 

These committees, together with those 
whose appointment was announced in the 
October Bulletin, constitute the entire 
group of committees for the current year. 


American Institute of Accountants 
Examinations 


At the C. P. A. examinations of 29 states 
held November 14 and 15, 1929, the ex- 
amination questions of the American In- 
stitute of Accountants were used. More 
than 700 candidates were expected to pre- 
sent themselves for examination in these 
states. Other states and territories which 
coéperate with the Institute did not hold ex- 
aminations this fall. 

The examiners of the Institute will com- 
mence marking papers on November 18th 
and reports will be sent to state boards of 
accountancy within 30 days. 

Applicants for admission to the American 
Institute of Accountants sat for the written 
examinations in Boston, Chicago, Louisville, 
Minneapolis and New York. 


1929 Yearbook 


The 1929 edition of the Yearbook of the 
American Institute of Accountants was 
mailed to members and associates November 
13th. Any member or associate who does 
not receive his copy should notify the offices 
of the Institute. Errors in the Yearbook 
should be reported promptly so that the 
official records may be corrected. 

Extra copies of the book may be obtained 
at a price of $1.65 delivered in the United 
States and Canada. 

The book contains a list of officers, mem- 
bers of council, committees, members and 
associates; a summary of the proceedings of 
the annual meeting of the American In- 
stitute of Accountants at Washington, 
D. C., September 16 to 19, 1929; reports of 
officers, council and committees; a list of 
members of state boards of accountancy, 
and reprints of the by-laws, rules of pro- 
fessional conduct and rules of the board of 
examiners of the American Institute of 
Accountants. 


Annual Meeting of Institute in 1930 


The new committee on meetings of the 
American Institute of Accountants is al- 
ready engaged in making plans for the 
meeting at Colorado Springs in September, 
1930. The place presents such unusual ad- 
vantages for sport and for enjoyment of 
natural beauties that the programme will 
probably be arranged to permit the members 
liberty during a large part of each day. 

Members whose vacation or business will 
take them to the western part of the country 
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at the end of the summer are planning to 
include the Institute’s meeting in their stay. 

The committee on meetings consists of 
Clem W. Collins, chairman, John M. Gil- 
christ and Leon E. Williams. 


Conduct of an Accounting Practice 


As a result of a notice in the October 
Bulletin that the discussion which took 
place at the annual meeting of the American 
Institute of Accountants on the conduct of 
an accounting practice would be reprinted 
in pamphlet form, many orders for the 
pamphlets have been received. 

It has been decided to send a copy gratis 
to each member and associate of the Ameri- 
can Institute of Accountants. These copies 
will probably be mailed with the December 
Bulletin. Extra copies will be sold at 25 
cents each. 

The matter has been set in type and is 
now on the press. The pamphlets will be 
ready for distribution in the near future. 


George F. Horn 


George F. Horn, a charter member of the 
American Institute of Accountants, died 
October 9th. He was a certified public 
accountant of New York and was in prac- 
tice on his own account at the time of his 
death. 


Chamber of Commerce Referendum 
Fails to Approve Calendar Reform 


The recommendations on calendar reform 
recently submitted for referendum by the 
Chamber of Commerce of the United States 
of America, as announced in the Bulletin 
of the American Institute of Accountants 
for October, 1929, failed to obtain approval 
of the required majority of voting members 
of the chamber. Sixty-six per cent. of the 
eligible voters expressed opinion on the 
three questions propounded and although a 
majority of the vote was in the affirmative 
the questions failed to obtain the required 
approval of two thirds of those voting. The 
executive committee of the American In- 
stitute of Accountants cast an affirmative 
vote on the questions. 


Northern Ohio Chapter of Institute 
Meets with Bankers 


On October 28th the annual meeting of 
the Northern Ohio chapter of the American 
Institute of Accountants took place at 
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Cleveland with 20 members of the chapter 
present. Invitations had been sent to the 
local chapter of the Robert Morris Associ- 
ates and the Cleveland chapter of the 
Ohio Society of Certified Public Account- 
ants, with the result that there were 32 
guests at the meeting. The subject of 
discussion was the federal reserve board 
pamphlet, ‘Verification of financial state- 
ments.”” W. P. Moonan was the chief 
speaker and his address was followed by 
lengthy discussion by the bankers and ac- 
countants. The following directors were 
elected: W. J. Taylor, Floyd Chilton, Lewis 
Wintermute, Frank L. Zwemer and W. P. 
Moonan. Ata directors’ meeting held later 
the following officers were elected: W. J. 
Taylor, president; Floyd Chilton, vice- 
president; Lewis Wintermute, secretary 
and treasurer. 


Bankers Recommend that Clients Give 
Accountants More Latitude 


More latitude for the accountant in his 
investigations to determine financial con- 
dition is recommended in a report of the 
Robert Morris Associates committee on co- 
operation with public accountants, presented 
at a meeting of the association at Pittsburgh 
on October 22nd. The report also relates 
various activities of the committee, princi- 
pally inquiries into questions of accounting 
practice and procedure. ‘The full text is as 
follows: 


In consonance with the general thought running 
through this meeting of the Robert Morris Associ- 
ates, that is to say, the problems faced by our 
customer and ways and means for the banker to be 
of help to him, our committee would like to offer 
this suggestion. Experience in innumerable cases 
has shown that books of account are not being main- 
tained by the customer according to up-to-date 
methods, faults having been allowed to creep in 
over a period of time, and as a result the customer is 
misled by figures given to him by his subordinates 
as to current position, operations, etc., and even 
the audited statement may not reflect as correct 
and comprehensive a showing as should be the case. 
The remedy for this would lie in the customer’s 
giving the accountant a broader assignment when 
he audits the books, welcoming any suggestions the 
accountant might make as to improvements in 
methods, etc. It is our duty to urge this on our 
customers and in this way accomplish two desirable 
results: first, we are making a constructive sugges- 
tion for the benefit of the customer, and, second, the 
financial statement, when it comes to us, will be 
entitled to more confidence. This thought is sub- 
ject to considerable elaboration on the part of each 
one of us individually. 
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Since the last meeting various matters have come 
to the attention of the committee which as usual 
we embrace in our report for your information and 
consideration. 


CONTRACTUAL LIABILITIES 


A not unusual practice is for a corporation to or- 
ganize a 100%-owned subsidiary to build and oper- 
ateaplant. After advancing certain sums of money 
to the subsidiary corporation to build the plant, the 
subsidiary will pay back these advances through the 
medium of a bond issue which will not be guaranteed 
by the parent company but the bonds will be 
sold based upon a lease under the terms of which 
the parent company will pay all fixed charges and 
expenses of the subsidiary including an amount 
sufficient to meet the interest on the bonds and the 
principal as it matures. Technically this may not 
be a recognized statement liability, direct or con- 
tingent, but practically it would seem to be nothing 
else but. In two cases that have come to our at- 
tention the lease was featured in the bond-offering 
circular as equivalent to a guaranty of the bonds, 
and where the accountant fails to mention it on the 
statement of the parent company he is lending him- 
self to a desire on the part of the principal to eat his 
cake and have it too. 

In one instance, the bonds were covered by a re- 
purchase agreement of the parent company and still 
the accountant did not refer to it, which, however, 
he admitted was an oversight. It is clear in our 
minds that under such circumstances honest ac- 
counting requires that a footnote should refer to the 
bond issue or a consolidated statement should be 
submitted. 


“FAIRLY” OR ‘‘SUBSTANTIALLY”’ 


We occasionally see certificates to the effect that 
the showing ‘‘fairly’’ sets forth the position of the 
client, and in other cases ‘‘substantially’”’ sets forth 
the position. Acting on the assumption that the 
accountant had a real purpose in using either one 
of these words—otherwise they would have been 
omitted—we wrote to one accountant who had 
used ‘‘substantially”’ in his certificate and received 
a reply as noted below. This letter in connection 
with the comments that follow it will indicate how 
far accountants are from agreement among them- 
selves as to the interpretation to be put on these 
two words. The letter read: 


“The word ‘substantially’ in the certificate re- 
ferred to is intended, not as a qualification, but to be 
taken at its dictionary meaning of ‘essentially’ 
or ‘competently.’ The sense of the certificate 
would not be altered by the omission of this word, 
which was inserted for the purpose of placing stress 
on the auditor’s opinion that all essential facts had 
been ascertained and adequately set forth. The 
use of the word in an auditor’s certificate is not by 
any means original with us, as I have frequently 
seen it used in the same way in certificates issued by 
both New York and Boston accountants. I do not 
find any definition given in the standard dictionaries 
under which the word ‘substantially’ could possibly 
be construed as a qualification.” 


Later on our attention was attracted to the 
fact that in a statement of December 31, 1928, an 
accountant used the word ‘‘substantially,’”’ whereas 


in the statement of the same corporation for Decem- 
ber 31, 1927, he had used the word ‘‘fairly.”” His 
explanation was that the client had objected to the 
use of “‘fairly’’ feeling that inferred a qualification, 
whereas ‘‘substantially”’ did not. I then told the 
accountant of our assumption that the use of either 
word indicated a qualification of some kind, to which 
his reply was that in a corporation of the size and 
character of the one under consideration there was a 
possibility that each item might not be absolutely 
and exactly correct, but that for credit purposes it 
might be considered that the accountant used such 
words for technical reasons and that whatever dis- 
crepancy might exist it was the opinion of the ac- 
countant that it had no material effect upon the 
showing. 

We then called for a ruling from the committee on 
coéperation with bankers of the American Institute 
of Accountants, which read as follows: 

“The word ‘substantially’ does imply a qualifica- 
tion. It seems to us that an accountant using the 
phrase ‘substantially sets forth’ must have in mind 
that there is some matter of presentation or some 
figures with which he is not in complete agreement, 
and, therefore, he uses a word which means ‘in the 
main.’ I may say that I do not recall having seen 
the phrase in the accountant’s certificate on any of 
the larger companies. 

“On the other hand, we feel that the term ‘fairly 
sets forth’ does not imply any qualification; it is 
used in the sense of ‘honestly sets forth.’ As you 
know, there are various ways of stating certain 
of the assets in a balance-sheet and certain recog- 
nized bases of valuation. For instance, any ac- 
countant would certify a balance-sheet which in- 
cluded land, buidings, machinery and equipment at 
cost, less a reasonable provision for depreciation. 
He would also certify the same balance-sheet if 
these same assets were stated on the basis of an 
appraisal showing reproductive values, less the ap- 
praiser’s allowance for accrued depreciation. 

“It is difficult to use the word ‘true’ in such cir- 
cumstances, but so long as the basis of valuation is 
shown in the balance-sheet the accountant can cer- 
tify that either statement ‘fairly sets forth’ the 
financial position of the company, which means the 
financial position on the basis indicated in the state- 
ments themselves. We feel, therefore, that the 
words ‘substantially sets forth’ do imply some 
qualification while the term ‘fairly sets forth’ may 
be used in an unqualified certificate.’ 


CERTIFICATES 


In a number of previous reports we have laid 
emphasis upon the desirability of a careful reading 
of certificates and we would cite the following 
instances that have come to our attention recently: 

1. A paragraph in a certificate commented to the 
effect that the collectability of the notes and ac- 
counts receivable was discussed with a responsible 
official of the company and the accountant was ad- 
vised that all accounts considered uncollectable 
had been charged off. As the same certificate 
embraced a number of qualifications including a 
phrase to the effect that the accountant had not 
examined or investigated the status of the mortgages 
or other collateral pledged to guarantee the pay- 
ment of previously sold outstanding securities, the 
banker who had this up for consideration was careful 
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enough to read in to the first paragraph a suggestion 
that the accountant had some doubt in his mind as 
to the collectability of the accounts. This turned 
out to be the case and the company went into re- 
ceivership within five months of the date of the audit. 
It seems inconceivable that a representative ac- 
counting firm should lend themselves to such a 
hybrid product, but they, of course, would have the 
usual defense that the qualifications were there, that 
those who ran might read. 

2. A statement showed a segregation of ac- 
counts receivable into two divisions, those less than 
60 days past due, and those over 60 days past due. 
As a matter of fact 12% of the total receivables were 
from 3 to 4 years past due. 

3. A certificate read to the effect that ‘‘we have 
completed the audit of your books and accounts 
for the three-months’ period ended July 31, 1928, 
in the usual manner employed by us in the past.” 
It developed that what the accountant meant by 
this was that he had not taken or checked the in- 
ventory, and, therefore, was not in a position to give 
an unqualified certificate. 

4. A certificate read: ‘Subject to the foregoing 
comments we certify that the attached balance- 
sheet presents the financial position of the firm 
at December 31, 1928, combined with the real es- 
tate and personal investments of the members of the 
firm at that date.”” Here is a phrase to which we 
would recommend your prayerful consideration, for 
it developed that the accountants had audited the 
books of the firm but not the books of the partners 
individually, and that is what they expected one to 
read into the certificate because of the precise way 
in which this sentence had been worded. They 
claimed they checked over the securities and real- 
estate holdings of the partners and threw these into 
the combined statement, but they were not ina 
position to certify as to whether the partners had 
any personal liabilities. It seems to us that this is 
entirely too fine a construction to put on such a 
sentence and we advised the accountants that if in 
case of trouble it developed that the partners did owe 
money personally, we felt the accountants would be 
held at least morally responsible for a misleading 
statement. The way to obviate this would have 
been to have concluded the paragraph with the 
words: ‘‘as submitted to us.”’ 

5. A financial statement put out by a commer- 
cial-paper broker bore an unqualified certificate, 
whereas the bank which had the account obtained 
a detailed audit certified to the effect that it was 
correct subject to certain comments, one comment 
referring to the fact that the inventory was taken by 
the management, the verification by the accountant 
being confined to a test of mathematical computa- 
tion and method of pricing. The question we raised 
was why the accountant should give on one state- 
ment an unqualified certificate and on another a 
qualified certificate. The substance of the account- 
ant’s explanation was that in the case of condensed 
reports he tried to put himself in the position of the 
credit man who he felt would not be interested in 
any comments or qualifications that would not 
naturally affect his determination as to the desira- 
bility of the risk, whereas in the detailed report 
he felt he must cite things which the officers of the 
company would be interested in knowing for their 
own control of affairs and to clarify as to what re- 
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sponsibility he assumed for his work. As he put 
it, they thought best to disclaim responsibility as a 
precautionary measure even though they did their 
utmost to make sure that everything was correct. 

6. The statement of a well known concern with 
many accounts in New York bears a certificate of the 
accountants to the effect that they have examined 
the books of this particular firm and ‘‘have prepared 
in accordance with instructions” the balance-sheet 
which they certify to be a true and correct exhibit 
of the firm’s affairs ‘‘as shown by the books.” 
The latter phrase is one that occasionally appears in 
a certificate, but the former is a new one to us, and 
we hope that the banks who have been lending this 
concern for years do not consider that they have an 
audited statement that is worth its name. 


Respectfully submitted, 
JouHN CLAYTON 
J. M. Eaton 
P. F. Gray 
G. A. VAN SMITH 
H. S. Wass 
H. E. Wuitney, chairman. 


P. W. R. Glover Appeals for Codpera- 
tion between Bankers and 
Accountants 


P. W. R. Glover, in an address before a 
joint meeting of the Buffalo chapter of the 
New York State Society of Certified Public 
Accountants and the Robert Morris Asso- 
ciates at Buffalo, October 30th, pointed out 
several ways in which accountants and 
bankers could assist one another in prepara- 
tion and use of financial statements for 
credit purposes. 

Mr. Glover is a member of the executive 
committee of the American Institute of 
Accountants and president of the New York 
State Society of Certified Public Ac- 
countants. 

In view of the confidential nature of 
communications between the accountant 
and his client, which prevents discussion of 
a client’s affairs with the banker except 
by specific permission of the client, Mr. 
Glover recommended that the accountant 
be most particular in preparing the balance- 
sheet and profit-and-loss statement so that 
adequate information and all pertinent 
facts may be included. If it is requested 
that certain information be omitted which 
the accountant considers important Mr. 
Glover recommends that the accountant 
consider the advisability of refusing to issue 
the statements over his signature. The 
accountant should tell his client frankly, 
Mr. Glover said, what in his opinion it is 
necessary to disclose in a financial state- 
ment for credit purposes, and the accountant 
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must have the backbone to say ‘‘No” at 
the proper time if the client does not agree 
with his opinion of what is necessary. 

While the accountant should adopt this 
attitude of concern for the interests of all 
who may read his statements, foremost 
among whom is the banker, the banker, 
on the other hand, may be expected to do 
his utmost to facilitate the efforts of the 
accountant to present a picture of the truth, 
according to Mr. Glover. A request from 
the banker that the client permit him to 
consult with the accountant before the 
examination is begun and to make sugges- 
tions upon the scope of the accountant’s 
examination will often be of great assistance 
to all concerned. Mr. Glover urged the 
bankers to familiarize themselves with the 
responsibilities and limitations of the public 
accountant, who in the very nature of 
things is largely confined to accounting. 
records in verifying business transactions. 
Mr. Glover admitted that the division of 
opinion of accountants themselves on certain 
questions of procedure might make it a 
little difficult for bankers to understand the 
attitude of the profession and he gave as an 
example the widely debated question of the 
accountant’s responsibility for inventory 
verification. While in certain cases, he said, 
accountants may be sufficiently familiar 
with a particular industry to undertake ac- 
tual inspection, count and valuation of in- 
ventory, in most cases practitioners must 
be confined to such verification as can be 
made from the accounting records and in 
other ways compatible with their training 
and knowledge as accountants. Mr. Glover 
predicted that a committee of the New York 
state society which has been studying this 
question would decide that the inventory 
should be verified in the same way as any 
other asset on the balance-sheet. The 
speaker also asked the codperation of bank- 
ers in advocating adoption by business con- 
cerns of the natural business year, which he 
said would be a logical change for the indus- 
tries themselves and would also relieve pub- 
lic accountants of the tremendous pressure 
to which they are subjected at the close of 
the calendar year. 

As evidence of the spirit of codperation 
between accountants and bankers, Mr. 
Glover mentioned the publication of the fed- 
eral reserve board pamphlet, ‘Verification of 
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financial statements,’’ prepared by a com- 
mittee of the American Institute of Account- 
ants, which may serve as a guide to bankers 
as well as accountants. He also mentioned 
the activities of professional accountants’ 
organizations in disciplining members for un- 
professional conduct and maintaining high 
standards of ethical practice. 

Mr. Glover’s remarks followed an address 
by William F. Chase, vice-president of the 
Marine Trust Company of Buffalo, who ex- 
pressed the desire that accountants would 
make their certificates more comprehensive 
and comprehensible, especially in the matter 
of inventory verification. 

The two addresses were followed by dis- 
cussion which aroused so much interest that 
it was decided to hold another meeting of the 
accountants and bankers next spring or early 
in the summer. 


California Bank Requires Audited 
Statements for Credit 


At a meeting of the Los Angeles chapter 
of the California State Society of Certified 
Public Accountants on October 14th, C. A. 
Rude, second vice-president of the Robert 
Morris Associates and vice-president of the 
Citizens National Trust & Savings Bank of 
Los Angeles, said that his bank extended no 
credit in excess of $25,000 without an audited 
statement from the borrowers and added 
that this practice had proved so satisfactory 
that the bank would consider it gratifying if 
the number of audited statements obtained 
from customers could be increased at the 
rate of one per cent. of the number of bor- 
rowers each year. He said that the need for 
simple, direct and positive statements of 
fact, without ambiguity, is essential in 
financial statements. He said further that 
if the accountant signing the statement 
were authorized to explain and discuss it 
with the bank, the bankers would have more 
confidence in the value of the work per- 
formed. 

Mr. Rude’s address was based on the 
pamphlet, “Verification of financial state- 
ments,’ prepared by a committee of the 
American Institute of Accountants and 
published by the federal reserve board. 


Dallas Accountants Meet with Bankers 


Accountants of Dallas, Texas, held a 
meeting with representatives of Dallas 
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banks on October 28th, at which the federal 
reserve board pamphlet, ‘Verification of 
financial statements,’ prepared by a com- 
mittee of the American Institute of Ac- 
countants, was discussed. 


Valuation of Capital Assets Discussed 
at Massachusetts Society Meeting 


At the first meeting of the Massachusetts 
Society of Certified Public Accountants for 
the year 1929-1930, W. Webster McCann 
led a discussion of the method of valuing 
fixed assets. He presented five theories on 
the question, at least four of which showed 
distinctly different views. Papers presented 
at the international congress on accounting 
and a paper by J. Hugh Jackson read at a 
regional meeting of the American Institute 
of Accountants in 1920 were the bases for 
Mr. McCann’s remarks. He said that the 
British view, as expressed by Sir Woodburn 
Kirby, is that assets should be carried on 
the books at historical cost, although in 
cases of reconstruction, where a general 
reorganization of capital account occurs, it is 
sometimes considered feasible and _prac- 
ticable to resurvey assets on a new basis of 
value. If values are to be increased in 
times of rising costs they must be decreased 
in periods of depression, and to alter his- 
torical values in relation to production cost 
entails labor and expense without any trust- 
worthy result, according to Sir Woodburn 
Kirby. The difficulty of dealing with sur- 
plus arising from revaluation of fixed assets 
is another argument he presented in favor 
of the cost basis. Renewal of capital assets 
is provided for in England by reserves out of 
profits. 

The antithesis of this view, Mr. McCann 
said, was that of Professor Fritz Schmidt of 
Germany. He considered present value of 
primary importance and historical value 
practically meaningless. Use of original 
cost, he maintained, results in imaginary 
apparent profits and apparent losses in the 
financial statements, while the use of pres- 
ent-day cost value shows the exact fixed 
capital value invested in the enterprise at 
the date of the balance-sheet and also 
facilitates accurate cost accounting. Dr. 
Schmidt’s statement that a uniform measure 
of value should be applied to all assets was 
questioned by Mr. McCann, who said that 
such procedure might prevent pricing in- 


ventory at cost or market, whichever is 
lower, and capital assets at cost for pur- 
poses of the same statement. 

Another paper on the subject assumes that 
balance-sheets reflect the past and cost ac- 
counting deals with future results, and that 
cost accounting, therefore, should be con- 
structed on the basis of present values. The 
writer of this paper says that it is unimpor- 
tant to know the present market prices of 
fixed assets acquired years ago, since the 
first point of interest is the return forth- 
coming from the capital invested. 

An Italian writer believes in what Mr. 
McCann said to be in effect a basis of cost or 
market, whichever is lower, asserting that 
it is advisable to provide for reduction of a 
balance-sheet value when necessary, but 
that it is prudent not to carry increases in 
value resulting from circumstances outside 
the operations of the enterprise. 

To these divergent opinions Mr. McCann 
added that of Professor Jackson, who, while 
partly in accord with the English theory, 
suggested specific provision for replacement 
in establishing the margin of profit. Mr. 
McCann’s summary of the problem indi- 
cated that it is complicated by two things: 
first, how to determine present-day costs 
satisfactorily, appraisals not being wholly 
adequate, and, second, how to write a clear 
certificate to a balance-sheet without lengthy 
explanations of how values were determined, 
which might destroy the public’s confidence 
in the certificate. 


Present Status of the Macallen Case 


The committee on legislation of the 
Massachusetts Society of Certified Public 
Accountants has sent a circular letter to all 
members of the society describing the 
present status of the Macallen case. The 
earlier letter of September 6th, to which the 
committee refers, was reprinted in the 
Bulletin of the American Institute of Ac- 
countants for September, 1929. The text 
of the later letter is as follows: 


On September 6, 1929, we addressed a letter to the 
members of the society suggesting action to be taken 
prior to September 20, 1929, on claims for the year 
1927 under the Macallen decision. It is the purpose 
of the present letter to outline the situation to date 
and indicate action which is desirable at this time. 

The United States supreme court on October 14, 
1929, denied the petition seeking a re-hearing in the 
case of the Macallen Company v. Commonwealth of 
Massachusetts. Its former decision, rendered May 
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27, 1929, therefore stands. As a result, the in- 
come portion of the Massachusetts excise tax 
assessed against domestic business corporations is 
definitely decided to have been illegal so far as it was 
based upon interest from obligations of the United 
States and of instrumentalities and possessions 
thereof, or from obligations of the commonwealth 
of Massachusetts and political subdivisions thereof, 
provided the words ‘‘tax exempt” are written on 
the face of such state, county and municipal obliga- 
tions. 

We recommend that a formal claim for abatement 
be filed at once on form 382 under section 27, chap- 
ter 58, by each Massachusetts corporation whose 
1928 return on line D 2, page 4, reported such non- 
taxable interest. 

We recommend that each Massachusetts corpora- 
tion whose 1929 return reported any such non- 
taxable interest file a claim for abatement under 
section 51 of chapter 63, within 60 days from the 
date of its 1929 tax bill. 

The governor and council have requested an 
opinion from the supreme judicial court of Massa- 
chusetts as to whether the decision of the United 
States supreme court in the Macallen case caused 
section 52 of chapter 63 to become effective, and it is 
possible that abatements under Macallen case claims 
will be delayed for a few weeks, with the expectation 
that an opinion may be handed down within that 
time. It is not generally believed that section 52 
has become effective, but even if such should 
prove to be the case, the time limit for filing claims 
to take advantage of this situation on account of the 
year 1928 will not expire until September 20, 1930, 
and we therefore advise that no claims on this 
ground be filed at this time. 


CHARLES F. RITTENHOUSE 

RICHARD D. SEAMANS 

J. CHESTER CRANDELL, chairman, 
Committee on legislation. 


Missouri Attorney-general Rules on 
Book Accounts for Property-tax 
Purposes 


The attorney-general of Missouri, in an 
opinion dated October 10, 1929, says that 
book accounts representing merchandise 
already returned for property-tax purposes 
are exempt from further tax in the same 
year, although all other credit and book 
accounts are subject to the law providing 
property tax on merchandise. 


Factors Suggest Questionnaire for Ac- 
countants 


In the October issue of Credit Monthly 
there is published a form of questionnaire 
adopted by a firm of factors at the sugges- 
tion, it is said, of a firm of certified public 
accountants. The questionnaire, which is 
sent to accountants who have signed state- 
ments under consideration by the factors, 
is as follows: 


Dear Sir: 

Your client(s)........ has (have) submitted a 
statement as of........ a copy of which is hereto 
attached. In order that we may complete our credit 


information, we will appreciate your codperation by 
the return of this communication with the various 
questions answered. 


Do you audit their books monthly? 

If so, how long have you been doing this work? 

Did you prepare a certified statement? 

Are the figures shown on attached form in 
conformity with your report? 

Did you verify accounts receivable by direct 
communication? 

Did you age accounts receivable? 

Are any of accounts receivable over 4 months 
old? 

Are all accounts receivable for goods sold and 
delivered? 

Have all bad accounts receivable been written 
off? 

Did you supervise the taking of inventory? 

Does balance-sheet include all known lia- 
bilities? 

Have you verified all known liabilities by direct 
communication? 

Have you any reason to believe that mer- 
chandise or accounts receivable are being 
assigned as collateral for advances or loans? 

14. Are the books maintained in good order? 


We believe that your client will permit you to 
coéperate and authorize a full report. 


New Accountants’ Society Being Or- 
ganized in lowa 


It has been reported that a committee of 
accountants in Iowa has completed a draft 
of charter and by-laws for a proposed new 
organization of accountants in the state, 
whose membership will be composed of 
certified public accountants and _ public 
accountants duly registered with the board 
of accountancy. Actual commencement of 
the society will be deferred until the board 
of accountancy has completed registration of 
public accountants under the law enacted 
at the 1929 session of the legislature. 


Federal Reserve Board Rules on Ad- 
vertisement of Securities 


The Federal Reserve Bulletin for Septem- 
ber, 1929, contains a warning to national 
banks acting as trustees under bond issues 
that misleading statements quoted in ad- 
vertisements of security issues, intimating 
government approval or supervision of the 
security in question, are possible violations 
of section 1 of the act of May 24, 1926 (44 
Stat. 628, United States code, title 12, sec- 
tion 485). The matter arose because of an 
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advertisement recently issued by a mortgage 
corporation containing the following state- 
ment: ‘Representatives of the comptroller 
of the currency, the very people who issue 
the national bank notes, make regular 
periodical examinations of the trust which 
secures mortgage corporation 
bonds.” This statement was based upon 
the fact that the bonds in question were 
secured by mortgages pledged with a na- 
tional bank as trustee. The Federal Re- 
serve Bulletin states that while it is true that 
national bank examiners examine trust 
departments of national banks it is for the 
purpose of ensuring compliance with the 
laws and regulations governing conduct of 
such departments and not for the purpose 
of passing on the value or adequacy of 
mortgages pledged with such national banks 
as trustees to secure bond issues. The 
advertisement was believed misleading to 
prospective purchasers of the bonds in ques- 
tion. The use of the objectionable language 
was terminated through the intervention of 
the department of justice. 


French Edition of Cost Manual for 
Woolen and Worsted Industry 


The cost manual for the woolen and 
worsted industry prepared by a firm of 
public accountants under the auspices of the 
Woolen Institute, publication of which was 
announced in the Bulletin of the American 
Institute of Accountants for January, 1929, 
has been translated into French. In the 
preface to the French edition, by E. Mathon, 
president of the Central Wool Committee, 
there is evidence of a strong interest in the 
principle of standard costs and the benefits 
to be derived from the use of scientific 
accounting methods. M. Mathon expresses 
cordial gratitude to the accountants who 
collaborated in the preparation of the 
manual and to the American woolen manu- 
facturers who have, he says, ‘rendered 
eminent service not only to their own in- 
dustry, but also to their colleagues all over 
the world.” 


Investment Bankers Association Op- 
poses Regulation of Investment Trusts 


Governmental regulation of investment- 
trust companies was opposed at the annual 
meeting of the Investment Bankers Asso- 
ciation of America, held at Quebec, Oc- 
tober 15th, in a report of the investment- 
companies committee. It was the belief of 
the committee that most large investment 
companies are soundly organized and con- 
servatively managed; that their functions 
are distinct from those of holding companies, 
finance companies, trading companies, etc., 
and that regulatory action aimed specifically 
at investment-trust companies would have 
no constructive result. 


First Railroad Valuation on Basis of 
O’Fallon Decision 


The interstate commerce commission an- 
nounced on October 15th that it had com- 
pleted its valuation of the New York Con- 
necting Railroad, the first valuation based 
on the principles uttered by the supreme 
court of the United States in the St. Louis & 
O’Fallon decision last May. ‘The so-called 
final or primary value given the New 
York Connecting Railroad, on owned and 
used property as of June 30, 1918, is 
$24,500,000. The statement said that cur- 
rent reproduction costs will be given consid- 
eration when this primary valuation is 
brought down to date. In the primary valu- 
ation the cost of reproduction was based on 
fair average prices for a five or ten year 
period before June 30, 1914. 


Railway Accounting Procedure 


A manual entitled Railway Accounting 
Procedure, consisting of 1,002 pages in a 
cloth loose-leaf binder, has been published 
by the Railway Accounting Officers Asso- 
ciation. E. R. Woodson is editor of the 
book. Its main topical divisions are freight, 
passenger, disbursement, statistics, terminal, 
and overcharge and agency relief claim laws. 


On October 11th, Anson Herrick, San 
Francisco, addressed Beta Alpha Psi, na- 
tional accounting fraternity, on “Brokerage 
accounting.’”’ A book on brokerage ac- 
acounting written by Mr. Herrick was pub- 


lished in October by the San Francisco stock 
exchange. Mr. Herrick’s activities also 
include membership on the hospital cost 
accounting committee of the hospital council 
of San Francisco. 
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STATE BOARDS OF ACCOUNTANCY 


Alaska 


John E. Meals and Barney A. Rosselle 
have been succeeded as members of the 
Alaska board of accountancy by Harold H. 
Post and Harley Turner. Wallis S. George, 
the third member of the previous board, 
has become president of the new one. Mr. 
Post is secretary-treasurer. 


Nevada 


It has been reported that E. S. La Tour- 
rette, secretary of the Nevada state board 
of accountancy, died recently. Notice of 
election of a successor has not yet been re- 
ceived. 


New Jersey 


William H. Compton has been elected 
president of the New Jersey state board of 
public accountants. James F. Hughes is 
treasurer and William Surosky, secretary. 


New York 


Henry E. Mendes has been re-elected 
chairman of the state board of accountancy 


of New York. George E. Bennett, a new 
member, has been made vice-chairman, and 
Thomas E. Conroy has been re-elected sec- 
retary. The other members of the board 
are Simon Loeb and Edwin E. Leffler. 


Porto Rico 


William A. Waymouth and J. E. Soltero 
have succeeded F. G. Holcomb and Andrew 
Petersen as members of the board of ac- 
countancy of Porto Rico. Antonio R. 
Hernandez, former secretary, is now chair- 
man of the board. Mr. Waymouth is 
treasurer and Mr. Soltero, secretary. 


Wyoming 


Thomas C. Spears has become a member 
of the Wyoming board of accountancy to 
fill the vacancy created by the withdrawal 
of C. H. Reimerth. Mr. Spears has been 
elected president of the board. The other 
members are A. H. MacDougall, secretary, 
and E. D. Hiskey. 


STATE LEGISLATION 


Oregon Law Requires Uniform 
Municipal Accounting 


At the 1929 session of the Oregon legisla- 
ture the following act, requiring that the 
secretary of state prescribe a uniform sys- 
tem of accounting for all municipal corpora- 
tions of a certain size, was passed and sub- 
sequently was approved by the governor: 


AN ACT TO PROVIDE A UNIFORM SYSTEM OF AC- 
COUNTING FOR ALL MUNICIPAL CORPORATIONS, 
WITH CERTAIN EXCEPTIONS. 


Be it enacted by the people of the state of Oregon: 


SEcTION 1. The secretary of state shall formu- 
late and prescribe a standard and uniform system of 


accountancy for all municipal corporations; pro- 
vided, that the provisions of this act shall not apply 
to any county or any municipal corporation located 
within any county having a population in excess of 
100,000. The secretary of state shall make all rules 
and regulations necessary to carry out the provisions 
of this act. 

Src. 2. As soon as practical after the passage 
of this act the secretary of state shall, after public 
hearing thereon, adopt and prepare systems of 
accountancy to be used as provided in section 1 here- 
of and immediately thereafter he shall forward the 
same to the proper officer or employee of the unit 
provided for in section 1. It shall be the duty of all 
officers and employees of any municipal corporation 
coming under the provisions of this act to keep or 
cause to be kept the system of accountancy pre- 
scribed by the secretary under the provisions of this 
act. 


J. Hugh Jackson, California, is author of a 
new book, Auditing Problems—a Compre- 
hensive Study in Principles and Procedure. 


J. Brooks Heckert, Columbus, Ohio, spoke 
on “Accounting for the human element in 
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business,’ at one of a series of lectures 
before summer school students at Ohio State 
University. The Accounting Review for 
September contained an article on ‘‘Methods 
and advantages of early closing’’ by Mr. 
Heckert. 
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COURT DECISIONS 


Michigan Court Rules Stock Dividends 
Part of Corpus of Estate 


The supreme court of Michigan recently 
held, in the case of Joy’s Estate (255 N. W. 
878), that stock dividends paid to trustees 
under a will are part of ‘capital’ to be 
awarded to those entitled to the principal 
or corpus of the trust fund upon its ter- 
mination. ‘The decision was in accord with 
the so-called Massachusetts rule, under 
which all cash dividends are considered ‘n- 
come and are paid to the beneficiary of the 
life estate, while all stock dividends are 
considered corpus and added to the principal 
of the trust estate. 

In its decision the Michigan supreme 
court said: 


‘‘While the Massachusetts rule may in some cases 
work a hardship to the life beneficiary in the dis- 
tribution of the stock dividend, it may also greatly 
benefit such beneficiary in the distribution of an 
extraordinary cash dividend, as the surplus from 


which it is distributed may represent earnings ac- 
cumulated before the inception of the trust estate.” 


Accountants’ Computations Based 
on Questionnaire to Creditors 
Held Not Good Evidence 


In the case of McHenry v. Heiderich, et al. 
(236 N. Y. S. 1) the supreme court of Madi- 
son County, New York, held that testimony 
of an accountant based on computations 
largely dependent upon replies to question- 
naires sent to creditors is incompetent as 
hearsay. The court said: 


“William Smith, an accountant, was sworn for 
the plaintiff. He examined the books and papers of 
the bankrupt in the possession of the trustee, and 
made certain analyses and drew certain deductions 
therefrom. On cross-examination it appeared that 
some of his computations were based on the replies 
to a questionnaire sent by him to the creditors. All 
such deductions I have disregarded as hearsay. 
Indeed, all the facts assumed in this opinion suf- 
ficiently appear, independent of any testimony given 
by Mr. Smith, much of which was competent.” 


NEWS OF LOCAL SOCIETIES 


New Officers of Colorado Society 


Clem W. Collins was elected president of 
the Colorado Society of Certified Public 
Accountants at a meeting held at Denver 
on September 26th. Other officers elected 
were W. M. Trant, vice-president; Allen 
Redeker, secretary; Matthew Fox, treas- 
urer, and Leon Williams, W. J. Thompson, 
E. O. Williams, directors. 


Meetings for St. Louis Accountants 
during Current Year 


At a meeting of the St. Louis chapter of 
the Missouri Society of Certified Public 
Accountants, held at the Kingsway hotel, 
October 22nd, A. P. Ackerman, industrial 
engineer, spoke on the future possibilities of 
the accountant. About 48 people were 
present. 

The chapter plans to hold seven other 
meetings before the first of July, 1930. 
Skeleton programmes of these meetings are 
as follows: 


November 21, 1929: 
Arrangements in charge of T. F. Leonard. 
December 12, 1929: 
“Accounting for aviation industries,” by George 
B. Schierberg, treas. of the Universal Aviation 
Corporation. 
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January 14, 1930: 
‘Missouri state income and corporation franchise 
taxes,’”’ by L. D. Thompson, state auditor. 
March 27, 1930: 
“The trend of borrowed capital,’’ by Lee Daly. 
April, 1930: 
Joint meeting with the St. Louis chapter of Robert 
Morris Associates. 


May 15, 1930: 
Annual meeting of the St. Louis chapter, election 
of officers. 


June 138, 1920: 
Annual meeting of the state society, election of 
officers, banquet, golf tournament, other sports. 


New Jersey Society Plans Activities for 
Coming Year 


Two special committees of the Society of 
Certified Public Accountants of the State 
of New Jersey are making plans for the 
coming year which they hope may result in 
developments of importance to the profes- 
sion in the state. The special committee 
on study of state corporation and tax laws 
in relation to business, of which Henry B. 
Fernald is chairman, intends to undertake a 
careful examination of New Jersey statutes 
relating to corporate affairs. The study 
may extend over a period of years and the 
committee will probably report from time 


to time after its investigation of particular 
problems has been completed. When the 
individual features which seem to come 
within the committee’s scope have been sub- 
jected to adequate scrutiny, the inter- 
relation of the various provisions of the 
different laws affecting business will be 
considered. Certain criticisms of New Jer- 
sey laws dealing with taxation and the 
regulation of corporations will form the 
basis for the committee’s initial steps, al- 
though it is by no means certain that the 
study will show these criticisms to be 
justified. Laws of other states will be 
used for comparative purposes and it is 
hoped that upon completion of the whole 
project the committee’s final report may 
lead to recommendations which will im- 
prove the statutes whose provisions ma- 
terially affect the conduct of business in 
New Jersey. Members of the committee, 
in addition to Mr. Fernald, are John A. 
Conlon, William Surosky, Paul K. Owen and 
William F. Ackerson. 

The special committee on codperation 
with bankers, as a result of a criticism 
' several years ago by a member of congress 


from New Jersey, undertook to enter into 
closer relationship with bankers of the state, 
in order that misunderstandings which 
might lead to criticism of accountants 
could be clarified. This year James F. 
Hughes, chairman of the committee, sent a 
letter to William J. Couse, president of the 
New Jersey Bankers Association and presi- 
dent of the Asbury Park Trust Company, 
expressing the desire of the society to co- 
operate with bankers of the state in every 
practicable way. It is expected that meet- 
ings of accountants with bankers will take 
place during the coming year. Philip S. 
Suffern, Julius E. Flink, John A. Conlon, 
W. Homer Conkling, William H. Compton 
and Percy Block are members of this com- 
mittee. 

Other standing and special committees 
of the New Jersey society are as follows: 


LEGISLATION: 
Charles E. Mather, chairman 
William H. Compton 
Harold A. Eppston 
Theodore Krohn 
Maurice E. Peloubet 
Eruics: 
Maurice E. Peloubet, chairman 
James J. Hastings 
W. Melville Coursen 
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W. Sanders Davies 
Walter A.' Staub 


PUBLIC’RELATIONS: 
Irving*Heyman, chairman 
Robert Caruba 
Roscoe _K. Cook 
Andrew:M. Hauser 
Philip E. M. Thompson 


MEMBERSHIP: 
Francis A. Morrison, chairman 
Morris J. Hoenig 
Frank C. Reilly 
Louis Siegel 
Albert J. Wiley 


LECTURES AND ENTERTAINMENT: 
Philip S. Suffern, chairman 
Edward I. Anfindsen 
C. P. King 
Samuel Klein 
Lewis M. Norton 
William B. Wiegand 

YEARBOOK: 

George Rea, chairman 
George L. Baines 
Samuel I. Bendet 
John Miller 

Dora Roworth 


BANKRUPTCY STUDY: 
James J. Hastings, chairman 
Julius E. Flink 
Morris J. Hoenig 
Charles L. Hughes 
Philip S. Suffern 


BUILDING AND LOAN ACCOUNTS: 
Morris J. Hoenig, chairman 
George Baker 
Julius E. Flink 
Charles L. Hughes 
Byron C. Wilcox 


Varied Programme at New York State 
Society Meeting 


About 200 accountants were present at 
the Pennsylvania hotel on October 16th 
to hear discussion of many timely subjects 
included in the programme for the all-day 
meeting of the New York State Society of 
Certified Public Accountants. Investment 
trusts, the federal reserve board’s pam- 
phlet, ‘‘Verification of financial statements,” 
and papers presented at the international 
congress on accounting were the subjects of 
discussion. 


INVESTMENT TRUSTS 


E. Stanley Glines, vice-president of the 
American Founders Corporation, said that 
the recent organization of several hundred 
investment trusts was a well founded de- 
velopment in the financial world and one that 
would perform a sound economic function. 
Alarm at the spread of investment trusts is 


needless, Mr. Glines said. He mentioned 
the possibility that investment trusts, able 
to meet the income requirements of all 
classes of people and to extend to many the 
benefits of expert organization in valuing 
and dealing in securities, might be developed 
into ideal media for the administration of 
securities of estates. The closest approach 
to the ideal investment, Mr. Glines said, 
is that of an organization operating inter- 
nationally on the basis of a widely di- 
versified list of securities, investing only in 
countries whose governments are regarded 
as politically stable, purchasing only units 
which may be readily liquidated. 

Warren M. Persons, economist of the 
Goldman Sachs Trading Corporation, echoed 
the note of optimism in Mr. Glines’ address. 
He said that the status of investment trusts 
was assured and expressed faith in their 
ability intelligently to study, with compara- 
tively small staffs of experts, diversified types 
of industry. 

George P. Auld, chairman of the society’s 
special technical committee on investment 
trusts, spoke on some accounting prob- 
lems of such organizations, particularly 
treatment of stock dividends. 


VERIFICATION OF FINANCIAL STATEMENTS 


Following luncheon the president of the 
society called Frederick H. Hurdman, presi- 
dent of the American Institute of Ac- 
countants, to take the chair during dis- 
cussion of the pamphlet entitled, ‘‘Verifica- 
tion of financial statements,’ which had 
been prepared by a committee of the 
American Institute of Accountants and 
published by the federal reserve board. 
Authur W. Teele, chairman of the Insti- 
tute’s committee, described the manner in 
which the document had been constructed. 
Subdivisions of the pamphlet were dis- 
cussed by different members of the society as 
follows: 

Cash, notes receivable, accounts receivable 
and securities, A. S. Fedde; inventories, 
Henry B. Fernald and C. O. Wellington; 
fixed property and deferred charges, William 
D. Cranstoun; notes payable, accounts 
payable, contingent liabilities, accrued lia- 
bilities and bonded and mortgage debt, 
Joseph J. Klein; profit-and-loss items in- 
cluding form of auditor’s certificate, William 
H. Bell; form of balance-sheet and profit- 
and-loss statement, Samuel J. Broad. 
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Following these addresses, the Missouri 
golf trophy, a cup for which teams from 
several states competed at the 1929 annual 
meeting of the American Institute of Ac- 
countants, was presented to the winning 
team of the New York state society by 
A. P. Richardson, secretary of the Institute. 
Harold A. Wythes, captain of the team, 
accepted the trophy. 

Dinner was served at the Accountants 
club. During the evening session members 
of the society discussed papers which had 
been presented at the international congress 
on accounting on legislation and education, 
depreciation, balance-sheets, inventories, 
cost accounting and budgets. 


MEETING OF NOVEMBER 11TH 


The second meeting of the year took place 
at the Pennsylvania hotel on the evening 
of November 11th. Accountants’ reports 
and the application of ratios to accountants’ 
reports were the topics of discussion, and 
papers by Charles H. Towns and Charles 
Hecht were presented on the subject. Gen- 
eral discussion was led by William H. Bell, 
chairman of the society’s committee on co- 
ordination of technical committees. Pro- 
posals to amend three articles of the by- 
laws were submitted at the meeting and were 
approved by the society. The amendments 
dealt with minor points of administrative 
procedure. 


Annual Meeting of North Carolina 
Association 


The tenth annual meeting of the North 
Carolina Association of Certified Public 
Accountants took place October 25th and 
26th at the state college, Raleigh. The 
following officers were elected: O. N. 
Hutchinson, president; K. W. Parham, 
vice-president, and Neal S. Zeigler, secre- 
tary-treasurer. In addition to the officers 
the following were elected directors: George 
H. Emery, James I. Mason, George H. 
Terry and William H. Zimmerman. 

Roy B. Kester of Columbia University 
delivered an address on ‘The accountant 
as business counselor.”” He said that in- 
stead of emphasizing the work of the ac- 
countant as auditor the tendency at the 
present time is toward activity in a more 
confidential capacity as counselor on busi- 
ness policies and projects. Mr. Kester 
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said that accountancy was a young pro- 
fession and has a wide field still open for 
exploitation. 

O. N. Hutchinson spoke on “Education 
and training for accountancy.” C. B. 
Shulenberger of the state college faculty 
spoke on ‘“The student, the institution and 
the practitioner.’”’ An address by E. C. 
Brooks, member of the general assembly 
from Durham, was entitled ‘Legislative 
aspects of the profession.””’ John A. Park 
delivered an address entitled ‘“The profes- 
sion of public accounting.” 

Asheville, North Carolina, was chosen as 
the place for the next annual meeting. 

At the business session a resolution was 
adopted that the by-laws of the association 
be revised and that the membership be re- 
quested to submit suggestions for considera- 
tion. 

The association has decided to issue a 
periodical bulletin to members. 


Ohio Society of Certified Public 
Accountants 


A. W. Cuthbertson has been elected sec- 
retary-treasurer of the Ohio Society of 
Certified Public Accountants. The names 
of other officers elected at the annual 
meeting of the society on October 11th and 
12th were published in the Bulletin of the 
American Institute of Accountants for 
October. 

Speakers at the annual meeting were 
E. S. Thomas; J. J. Castellini, president 
of the Brotherhood of Railway Clerks Na- 
tional Bank, who discussed financial state- 
ments for credit purposes; C. V. Anderson, 
who advocated changes in the tax laws of 
Ohio; and H. C. Miller, whose subject 
was accountancy legislation. Mr. Miller 
was in favor of a regulatory type of law. 

Toledo has been selected for the place of 
the annual meeting in 1930. 

The president of the Ohio society has 
appointed the following committees for the 
coming year: 


MEMBERSHIP: 
C. E. Flanders, chairman 


Institute of Accountants 


FINANCE: 
W. E. Langdon, chairman 
D. R. King 
R. F. Bishop 
AUDITING: 
H. B. Terry, chairman 
J. A. Hawk 
E. F. Eversman 
MEETINGS: 
Spring 1930— 
H. C. Miller 
H. W. Hooper 
H. F. Bowsher 
Fall 1930— 
M. J. Arft 
R. A. Hurst 
C. J. Mason 
PRESS AND PUBLICITY: 
C. C. McConkie, chairman 
R. H. Gravett 
Gordon S. Battelle 
ACCOUNTANCY EDUCATION: 
W. D. Wall, chairman 
W. J. Taylor 
J. H. Sibbison 
LAW ENFORCEMENT: 
M. J. Arft, chairman 
P. J. Rohlfing 
H. W. Weiss 
LEGISLATION: 
H. C. Miller, chairman 
W. A. Coy 
Harold Worthington 
M. J. Arft 
Hugh E. Wall 
L. T. Konopak 
James Pitcher 
B. G. Graham 
ARBITRATION: 
George R. Lamb, chairman 
J. D. Cloud 
A. L. Peters 


Pittsburgh Accountants Renew 
Luncheon Meetings 


The weekly luncheons of the Pittsburgh 
chapter of the Pennsylvania Institute of 
Certified Public Accountants were resumed 
with a luncheon on Wednesday, October 
9th, at the Union club. J. M. Cummings 
presided. 


Annual Meeting of South Carolina 
Association 


At the annual meeting of the South 
Carolina Association of Certified Public 
Accountants, held at Columbia, October 
22nd, Martin T. Powers was elected presi- 
dent, L. L. Wilkinson, vice-president, and 
J. Hall, secretary-treasurer. 
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J. R. Favret 
R. L. Kirschner 
C. E. Hubbard 
H. L. Dalton 
G. S. Clark 


It was resolved at the meeting to make 
protest against the removal of the United 
States revenue agent in charge of South 
Carolina from Columbia to Greensboro, 
which is geographically more inaccessible 
to the majority of the taxpayers of the state. 
Telegraphic protests were sent by the asso- 
ciation to all South Carolina representatives 
and senators in congress, 

At the annual banquet addresses were 
made by J. A. Hammond, state senator; 
B. N. Edwards, vice-president of the South 
Carolina National Bank; W. R. Bradley, 
director of the income-tax division of the 
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state tax commission, and John F. Jones, 
collector of internal revenue for South 
Carolina. 


Annual Meeting of Texas Society 


The annual meeting of the Texas Society 
of Certified Public Accountants was held 
November 11th and 12th at Beaumont. 
The South Texas State Fair was in progress 
during the time of the meeting and the 
society’s committee on arrangements had 
planned that the programme would be 
largely devoted to entertainment. 


REVIEWS 


WALTER L. MORGAN—“ACCOUNTING, 
MANAGEMENT care COSTS FOR AIR- 
P R ” 


The last of a series of three articles pub- 
lished in Airports, September, 1929. 


The first two articles of this series, which have 
been reviewed in past issues of the Bulletin, dealt 
with the need of proper accounting records in the 
management of an airport from the point of view of 
the construction programme and with analysis and 
control of revenue. The concluding article deals 
with the nature of expenses to be expected and their 
control by proper accounting. 

The author submits the following suggested classi- 
fication of operating expense accounts for an airport: 


A—Field division 
Superintendence 
Wages 
Light and power 
Maintenance, supplies, water, etc. 
Depreciation of lighting equipment 
Depreciation of field equipment 
Miscellaneous 
Operation gas and oil services— wages 
Operation gas and oil services—expenses 
Taxes 


B—Hangar division 
Wages 
Light, heat, power 
Insurance 
Maintenance 
Depreciation of hangars 
Miscellaneous 
Taxes 


C—Repair shops 
Superintendence 
Wages 
Materials and parts (classified in such detail 

as may be necessary) 

Light, heat and power 
Maintenance of equipment 
Depreciation of equipment 
Depreciation of buildings 
Insurance 
Shop expense 
Miscellaneous 


D—Operation of administration building 

laries 

Maintenance 

Supplies and expenses 

Depreciation administration building 

Depreciation administration building 
equipment 

Heating 

Light, power and water 

Insurance 

Miscellaneous 

Taxes 


E—Sales division 

(Used if sales are not put out on a concession) 
Salaries 

Commissions 

Traveling and entertaining 

Advertising 

Sales-offices expenses (postage, telephone, sup- 

plies, etc.) 

Depreciation of ships 

Maintenance of ships 

Operation of ships 

Bad debts 

Insurance 

Miscellaneous selling expenses, etc. 


F—Swimming-pool division 
Superintendence 
Wages 
Cost of water 
Light and power 
Filtration material 
Laundry expense 
Advertising 
Depreciation of building 
Depreciation of equipment 
Maintenance 
Suits, towels, etc., replacements 
Miscellaneous 
Sundry supplies 
Taxes 


G—Parking division 
Wages of parking employees 
Maintenance of parking space 
Taxes 


H—Flying-club division 
(Classify in such detail as may be required) 
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I—Field office 
Clerical salaries 
Stationery, printing and postage 
Telegraph and telephone 
Miscellaneous 


J—General administrative expenses 
Salary of officers 
Salaries—executive office 
Executive office expenses 
Rent 
Telegf'aph and telephone 
Stationery, printing and postage 
Office supplies and expenses 
Depreciation of furniture and fixtures 
Advertising—general public magazines 
Advertising—newspapers 
Advertising—trade journals 
Advertising—direct by mail, etc. 
Promotion—publicity 
Promotion—meets and races 
Promotion—miscellaneous 
Legal and professional services 
Taxes—income and corporate state taxes 
Compensation insurance and bonding premiums 
Miscellaneous 


These accounts analyze the overhead and expense 
in such detail that the management can readily 
ascertain what particular department is excessive 
in its expenditures and can ascertain what costs 
are necessary to produce revenue in those depart- 
ments. Smaller airports may not require all the 
accounts in this classification. Naturally, the needs 
of each particular enterprise must be considered. 
Control of expenses may be divided into three 
general classes: control of salaries and wages, 
control of expenditures, control of requisitions from 
stores. 

The usual payroll precautions successfully adopted 
in other businesses apply to the operation of air- 
ports. Addition to personnel should be made by a 
proper executive and written approvals forwarded 
to the accounting department stating authorized 
salary or wages. Foremen of each division should 
prepare daily or weekly time slips reporting the 
hours and the nature of work of each employee. 
These reports should be approved by the general 
field manager and referred to the accounting de- 
partment for preparation of payroll. An employee 
other than those who prepare the payrolls or time 
cards should pay off the men in order to establish 
proper internal check. Purchase of materials should 
be controlled by standard purchase order system. 
All commitments should be ordered or confirmed 
by formal purchase order letter or contract and copy 
of authorization should be forwarded to the ac- 
counting department. The general manager of the 
field office should have authority to approve items 
requisitioned by an authorized department head, 
provided that he notify the executive accounting 
office of the commitment. All major orders should 
be mailed directly from the executive office and 
signed by officers. Upon receipt of materials or 
performance of services, a copy of the purchase 
order or another receipt slip, duly signed, should be 
sent the accounting department. When the invoice 
arrives from the vendor it may be vouchered with 
this record. 


The author recommends a stores system to con- 
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trol material and supplies which must be kept in 
stock. Withdrawals from stores should be made on 
customary requisitions, summaries of which are 
used to determine the general and cost ledger 
charges from stores. 

Items such as insurance, taxes and depreciation 
should be charged to appropriate prepaid or ac- 
crued accounts when paid. These accounts should 
be credited monthly and the various departmental 
operating expense accounts debited. 


OLIVER P. COBB—‘COST OF CARRYING 
ACCOUNTS” 


Article published in Credit Monthly, October, 
1929 


The net cost of carrying accounts, says the writer, 
is the difference between the gross cost involved in 
giving credit, less the amount of discount which 
would ordinarily have been allowed for cash pay- 
ment. The gross cost may be divided into five 
elements, as follows: (1) cost of operating the credit 
department; (2) additional bookkeeping costs; 
(3) cost of collections; (4) other costs, such as losses 
through bad accounts, interest paid on loans 
necessitated by extending credit on accounts re- 
ceivable, interest on funds represented in accounts 
receivable, etc.; (5) intangible costs. Control of 
the first three elements depends on the size of the 
organization. In a small business doing a large 
cash trade these three elements would probably be 
negligible, but in a large credit business the whole 
cost of operating credit and collection departments 
is an extra expense, as is a part of the work which 
devolves upon the bookkeeping department. It is 
not advisable to curtail the cost of these three de- 
partments to a point where efficiency will be im- 
paired, because the fourth element of cost depends 
largely on the operations of these departments. 

If the working capital of a business is not in 
proper ratio and if accounts receivable are not de- 
linquent, then interest charges on borrowed funds 
are not a part of the cost of carrying accounts. The 
concern may be overcapitalized or too much capital 
may be invested in fixed assets. However, if it is 
necessary to borrow money to continue operations 
because of delinquent accounts, then the interest 
on such loans is clearly a cost of carrying accounts. 
If, instead of borrowing, a company uses its own 
resources to tide over trying periods caused by de- 
linquencies, there would not be any interest charge 
in the profit-and-loss statement but an expense 
would be involved in loss of interest on cash which 
could have been used otherwise. 

The interest expense always present when credit 
is extended, through investment of funds in ac- 
counts receivable, is partly offset by the saving of 
cash discount. Chain stores do business on a cash 
basis and save the interest expense of carrying ac- 
counts. At the same time funds are available for 
investment in inventories which adds to the ad- 
vantage over the credit merchant by increasing turn- 
over. 

One method of providing for the expense of bad 
accounts is to charge bad debts to a special account 
when they are estimated to be worthless and to pro- 
vide for doubtful accounts by means of a reserve 
which is adjusted at the end of each year. The cost 
of bad debts is reflected by a charge to the profit- 
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and-loss statement, as is the increase or decrease 
in the adjusted reserve for doubtful debts. The 
argument against this method is that these accounts 
may represent merchandise supplied during a prior 
financial period. Another method provides a re- 
serve for bad and doubtful accounts by charging 
profit and loss and crediting the reserve with a cer- 
tain percentage on credit sales. This method has 
the advantage of prorating bad-debts costs according 
to the amount of sales. 


When delinquent accounts receivable prevent a 
firm from taking advantage of cash discounts in its 
purchases, the loss is a part of the cost of carrying 
accounts. 


Intangible costs do not reflect themselves in the 
profit-and-loss statement but they may be hidden 
in other items materially affecting operations, such 
as loss of goodwill with decreased sales, lowering of 
credit standing by carrying accounts past due, etc. 


EMPLOYMENT EXCHANGE 


The unusual activity of some accounting 
firms during the past summer, which en- 
abled them largely to avoid the cuts in 
staff personnel usual in the spring, led many 
accountants to believe that this year would 
not see such marked fluctuation in the size 
of staffs as has occurred in other years. 
While the employment exchange has been 
steadily receiving requests for assistants 
during the period commonly known as the 
dull season, the increase in number of such 
requests this fall indicates that many staff 
additions, even if not as many as usual, will 
be made to cope with the end-of-the-year 
rush. At the same time there has been a 
drop in the number of well qualified appli- 
cants who have registered with the employ- 
ment exchange. 


This situation is a difficult one for firms 
in need of temporary assistants, because 
first-class men seem to have little difficulty 
in obtaining permanent positions. 

Nearly all well qualified applicants to the 
exchange are now in communication with 
accounting firms which need assistants and 
for that reason it might lead only to con- 
fusion and unnecessary correspondence to 
publish their qualifications in this issue of 
the Bulletin. New applicants will doubtless 
appear from time to time, and firms in need 
of assistants are urged to communicate with 
the employment exchange and outline the 
requirements for the positions which are 
open. If suitable applicants are available 
they will be referred immediately to the 
firms which inquire. 


HERE AND THERE 


Beard & Abney announce the removal of 
their offices to suite 1818 Chanin_ building, 
122 East 42nd street, New York. 


Chesnutt, Murphy, Poole & Co. announce 
the removal of their offices to suite 606- 
608 London Guarantee and Accident build- 
ing, Chicago. 


Robert Douglas & Co., Boston, announce 
that Harold T. Houston, resident manager 
of their Lawrence office, has been admitted 
to partnership in the firm. 


Ira S. Harris has announced the opening 
of an office in the First National Bank build- 
ing, Mesa, Arizona. 


Walter Mucklow announces that he has 
moved his offices to 1606 Barnett National 
Bank building, Jacksonville, Florida. 
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James A. Nugent has announced the 
opening of an office in room 534, Bankers 
building, Milwaukee. 


Peat, Marwick, Mitchell & Co., New York, 
announce that they have admitted E. A. 
Camman to partnership in the firm. 


John Y. Richardson & Co. have moved 
their offices to 325 Failing building, Port- 
land, Oregon. 


William W. Thompson & Co., Chicago, 
and Gladstone Cherry & Co., Milwaukee, 
announce the consolidation of their prac- 
tices under the firm name of William W. 
Thompson & Co. 


George William Wilde has announced the 
opening of an office for the practice of pub- 
lic accounting at 303 Finance building, San 
Francisco. 
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